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BOARD OF DIRECTORS 


Beland H. Honderich, 
Chairman and President 
Burnett M. Thall, 
Vice-President 
William J. Campbell 
Ruth Atkinson Hindmarsh 
Harry A. Hindmarsh 
Alex J. MacIntosh 
Catherine Atkinson Crang 
Richard A.N. Bonnycastle 
Martin Goodman 
J. Murray Cockburn 
Vice-President 
E. Paul Zimmerman 
Vice-President 
Duncan L.Gordon 


Summary of Financial Information 


15 months ended 12 months ended 12 months ended 
December 31 December 31 September 30 


1979 1979 1978 

Consolidated operating revenue $45 1,390,000 $371,100,000 $277,471,000 
Net income $ 24,490,000 $ 18,826,000 $ 13,759,000 
Average shares outstanding 8,146,621 8,147,359 8,143,908 
Earnings per share $3.00 $2.31 $1.69 
Dividends paid $ 6,437,000 $ 4,890,000 $ 3,095,000 
Dividends per share 79¢ 60¢ 38¢ 
Transfer Agent and Registrar Head Office 

National Trust Company, Limited One Yonge Street 

Listed Toronto, Ontario 

Class B Shares M5E 1P9 


Toronto and Montreal Stock Exchanges (416) 367-4595 
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Report on 
Operations 


Toronto Star President Mar- 
tin Goodman (right) making 
a presentation at The Star 
Indoor Games, one of The 
Star’s many community 
involvements. 


The dominant news story of 
the year was the election and 
defeat of the Conservative 
Government and the election 


campaign which subsequently 


led to Pierre Trudeau's return 
to power. 


The Toronto Star 


A. it enters the 1980s, 


The Toronto Star has com- 
pleted or has in progress 
major projects to improve 
the printing quality and 
cost-efficiency of its produc- 
tion. The transfer of all type 
composition from hot lead 
to photocomposition has 
been completed. Electronic 
processing of news and clas- 
sified advertising matter has 
been started. Plastic plates 
are replacing stereo plates 
on our presses. Early in 
1980, the width of a page in 
The Star will be reduced by 
one and one-quarter inches 
to offset rising newsprint 
prices and to make the 
paper easier to handle and 
read. All of these changes 
are radical departures from 
historic newspaper practi- 
ces, but are in keeping with 
the current needs of readers 


HEIGHT 


and advertisers. 

Star earnings improved 
moderately in 1979 asa 
result primarily of a buoy- 
ant advertising market and 
tight cost controls. Star 
advertising linage grew 6.9 
per cent to 57,326,300 lines. 
All major advertising 
segments showed increases 
in the year, although 
there was weakness in auto- 
motive, alcoholic beverages, 
travel and properties. 

Average circulation of 
The Sunday Star for the 12 
months ending September 
30, 1979 (the latest audited 
figures available) was 
314,105 up 38,444 or almost 
14 per cent from the pre- 
vious year. Circulation price 


increases affected the sale of 
the Saturday and weekday 
papers but circulation was 
off less than one per cent 
from the previous year— 
Saturday down 3,406 copies 
to an average of 771,895 

and weekdays down 1,202 
copies to an average of 
485,084. 


AN. of March 30 The 


Star introduces a revised 
Sunday package. The City 
magazine will cease publica- 
tion and the news-stand price 
of The Sunday Star will be 
reduced in the Toronto 
area from 30¢ to 25¢ per 


copy. The cost of the coated 
paper on which The City is 
printed has increased to the 
point that would require 
advertising rates that would 
be prohibitively high. The 
most popular features from 
The City will continue to be 
carried in the main body of 
The Sunday Star. A section 


named Review will be intro- [i 


duced to provide readers 
more background and ana- 
lysis in their Sunday paper, 


as well as considerably more F 


business news and features. 
The Sunday changes are 

in response to reader 

requests, especially of the 

larger numbers of Star sub- 

scribers Monday 

through Saturday, for 


the lightness and brightness 
that has attracted so many 
new readers to the Sunday 
Star in 1979. The Sunday 
Star has achieved reader 
acceptance without reduc- 
ing circulation of The Star | 
on Saturdays. It is hoped 
that the first major changes 
since its introduction in 


1977 will enable the Sunday | 


Star to approach the circu- 
lation of The Star on other 
publishing days. 

Star Week, the Saturday 
television and entertain- 
ment magazine, underwent 
an almost complete change 
in October. Heavier-weight 
glossy paper was added to 
the magazine to create an 
attractive full-color medium 
for advertisers and allow 
more use of editorial color. 
Listings were revised and 
expanded and other editor- 
ial content broadened to 
include lifestyle articles and 
features on celebrities, pla- 
ces and events in the enter- 
tainment spotlight. The 
various changes make Star 
Week a much more com- 
plete entertainment guide 
for inside and outside the 
home. 

The Saturday paper 
begins in March to carry 
Today, the extensively 


revamped weekend supple- 
ment that replaces 
Canadian/Weekend. 


‘T.. Star’s coverage of 


major news events intensi- 
fied during 1979, with on- 
the-spot staff coverage of 
such major stories as the 
Vietnamese refugees, Three 
Mile Island nuclear danger, 
Iran hostage-taking and the 
Soviet invasion of Afghanis- 
tan. New service features 
and new columnists were 
added and editorial use of 
ROP color increased con- 
siderably, with improved 
quality. 

The Star won several 


} lorstar 
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For 74 years Star readers 
have ensured that needy 
children have gifts at Christ- 


The Mutt Show is another 
community event sponsored 
annually by The Toronto 


awards for editorial excel- 
lence during 1979. These 
included National News- 
paper Awards to writers Bill 
Dampier and Val Sears; a 
Canadian Press picture-of- 
the-year award to Boris 
Spremo; and the B’nai 
B’rith Canada’s League for 
Human Rights award for 
over-all excellence in human 
rights coverage. 

The Star signed collective 
agreements during 1979 
with the Southern Ontario 
Newspaper Guild and our 
six craft unions. Guild 
employees agreed to a 37- 
month contract to July 31, 
1982, while the craft unions 
signed 36-month agree- 
ments expiring December 
B15 19815 
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France is now one of 90 coun- 
tries in which Harlequin 
books are sold. 


In 1979 Harlequin acquired 
the distinguished fine arts 
magazine, ARTnews, in the 
United States. 


Harlequin’s 1979 launch in 
Japan resulted in several 
titles making the best sellers 
list. 


Harlequin 
Enterprises 


Les continued 


to grow in 1979, both 
through expansion into new 
markets and increased 
volume of book sales. The 
company’s publications are 
now sold in more than 90 
countries and Harlequin 
publishes in 10 different lan- 
guages. Total paperback 
books sold increased from 
125 million in 1978 to 
approximately 168 million 
in 1979. 

A highlight of 1979 was 


very rapid success in France 
only a year after Harlequin 
books were first introduced 
in that country. New opera- 
tions were established in the 
year to publish Harlequin 
books in Japan, Mexico, 
Greece and in three Scan- 
dinavian languages. A 
major line of romantic sus- 
pense novels, Mystiques, 
was launched 1n 1979 and is 
indicative of Harlequin’s 
interest In new imprints as a 
vehicle for future growth. 
The September, 1979 
Harlequin launch in Japan 
was especially significant. 
Introduced with a major 
promotion campaign, the 
new series comprises four 
books each month in the 
Japanese language. Several 
titles are currently on the 


£0,743 


y 
| 
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best sellers list in Japan. 

Harlequin Books, the 
company’s paperback pub- 
lishing division in North 
America, announced in 
April that its own sales and 
customer-service operation 
would be established to 
cover all of the United 
States and Canada. The new 
company, Harlequin Sales 
Corporation, started opera- 
tion in January 1980. Books 
were formerly sold in the 
U.S. through agents. 

Harlequin undertook 
further steps during the year 
in the development of its 
magazine operations in 
North America by acquiring 
interests ranging from 
49.5% to 60% in ARTnews, 
Antiques World and Photo 
Life. 


Metrospan Printing 
& Publishing 


Dan the year, man- 


agement of Metrospan 
Community Newspapers, 
the Newsweb offset printing 
plant and The Star Rotogra- 
vure Division were com- 
bined to provide an 
integrated publishing and 
printing entity geared to 
community newspaper pub- 
lishing and advertiser print- 
ing and distribution 
requirements for the 1980 

Metrospan serves the 
growing communities 
adjoining the city of 
Toronto with nine commun- 
ity newspapers as well as 
seven Consumer advertising 
supplements. Combinations 
of these publications offer 
advertisers selective or satu- 
ration distribution in twelve 
suburban markets. Metro- 
span’s total community dis- 
tribution, including The 
Consumer, now exceeds 
470,000 weekly. 

The quality of local cov- 
erage is reflected by Metro- 
span newspapers winning 
nine awards in the annual 
Canadian Community 
Newspaper competition and 
eight awards in the Ontario 
competition. 


A \ ror its awards, The 


Mississauga Times was 
judged the Best Tabloid in 
Canada, and was also 
honoured by the Ontario 
Association for the Best 
Special Edition published in 
1979 for its 24-page section 
devoted to the November 
train derailment and subse- 


quent explosion which 
caused the evacuation of 
some 260,000 Mississauga 
residents. It was one of Can- 
ada’s biggest news stories of 
the year and The Missis- 


sauga Times covered it in 
depth, also winning the Mis- 
sissauga Firefighters’ Asso- 
ciation best picture award. 


B.., the Metrospan 


offset division and The Star 
rotogravure division regis- 
tered increased earnings in 
Lee 
| The growth of the offset 
division will be further 
accelerated in mid-1980 
when installation of a Goss 
Metroliner Press is com- 
pleted. A feature unique in 
North America will be the 
facility to provide 32 pages 
of back-to-back process 
color through the inclusion 
of common impression 
cylinders allowing excellent 
color reproduction on adja- 
cent pages. The total invest- 
ment. in this project, 
including an expanded 
30,000 sq. ft. plant and 
ancillary equipment, is over 
$8 million. 

With the new press, Met- 
rospan will be able for the 
first time to print all of its 
community newspapers 
internally and to offer much 
improved color capacity 
and reproduction for its 
advertisers as well as for 
commercial printing 
customers. 
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Coverage of the Mississauga 
train disaster and evacuation 
won awards for The Missis- 
sauga Times. 


An $8 million new press facil- 
ity and plant expansion will 
greatly increase Metrospan’s 
offset printing quality and 
capacity. 
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Comac’s management com- 
mittee of Hugh Rosser, Neil 
Clark, Ted Gittings and Jeff 
Shearer is responsible for 
publishing four magazines. 


Madame Au Foyer is edited 
by Pierrette Laberge-Ferth 
(left) for the Quebec market. 


Peter Ustinov talks 
with camera crew on 
location in Leningrad 
during filming 

of Cities series. 


Comac 
Communications 


C omac has established 


a leadership position in 
Canada’s growing consu- 
mer magazine industry as 
publisher of four national 
controlled-circulation mag- 
azines. Homemaker’s Mag- 
azine, Madame Au Foyer, 
Quest and City Woman now 
command nearly 15% of the 
national magazine advertis- 
ing market in Canada. 

Net earnings were 
reduced in 1979 as a result 
of first-year start-up costs in 
City Woman, more frequent 
publication of Homemak- 
er’s Magazine and Madame 
Au Foyer and higher than 
expected postal and paper 
price increases. After a slow 
start, all four magazines 


pa competitions. 


showed advertising gains 
during the last four months 
of the year. This strength 
has accelerated during the 
first quarter of 1980 and 
earnings for the year are 
currently expected to be 
much improved over 1979. 
Comac magazines con- 
tinue to win high praise edi- 
torially, receiving 
impressive awards during 
1979 in both Canadian and 
international editorial and 


Nielsen-Ferns 
International 


’ ielsen-Ferns is pro- 


ceeding satisfactorily in car- 
rying out Torstar’s 
diversification into film pro- 


duction, particularly for 
TV. The company was prof- 
itable in 1979, achieved 
further artistic success and 
added considerably to its 
production experience and 
visibility. 

The year saw Nielsen- 
Ferns complete its highly 
acclaimed series The New- 
comers, commissioned by 
Imperial Oil to mark its 
100th anniversary in 1980. 
The company also com- 


pleted a 26-episode series, 
Portraits of Power, co- 
produced with the New 
York Times, and the 13- 
episode Cities series, featur- 
ing major cities of the world 
as introduced by native- 
born celebrities including 
Peter Ustinov, Germaine 
Greer, Glenn Gould and 
others. Early screenings of 
Cities have received wide- 
spread critical praise. 

The company continued 
to add to its creative stature 
in 1979. The Newcomers, 
now the recipient of 18 
awards, won gold medals in 
both Chicago and New 
York Film Festivals and an 
award for Best Special at 
the Canadian Film and Tel- 
evision Awards. Cities also 
won a gold medal and Por- 
traits of Power won a silver 
medal at the New York Film 
Festival. Lynn Seymour: In 
a Class of Her Own, wona 
gold plaque at the Chicago 
International Dance Film 
Festival. 


Infomart 


Tos: Corporation 


and Southam Inc., through 
their jointly-owned enter- 
prise, Infomart, com- 
mitted additional fund- 

ing during 1979 to acceler- 
ate development of new 
information packages and 
services for the emerging 
videotex field, and to 
expand its existing data base 
search business. 

Videotex 1s a mass- 
market communications 
medium that will, when 
developed and marketed, 
connect conventional televi- 
sion sets to computer data 
banks through standard 
telephone or cable lines. 
Because it is a two-way sys- 
tem, users will be able to 
transmit or receive informa- 
tion on demand, from their 
homes or offices. 

As well as providing 


erence information, the 
videotex system has the 
potential for a wide range of 
applications such as shop- 
ping at home or making 
travel reservations, real es- 
tate and other business tran- 
sactions, Income tax 
calculations, education, 
entertainment, opinion poll- 
ing and media research, ad- 
vertising and electronic 
mail. 

As Canada’s first video- 
tex system operator, Info- 
mart will be providing 
videotex storage and pro- 
cessing systems across Can- 
ada, and participating in 
field trials to demonstrate 
the viability of this new 
technology. 

In addition, it will pro- 
vide application design and 
page creation services to 
information providers, 
allowing Canadian organi- 
zations to mount their own 
data bases in Canada for 
distribution to the public or 
for private use. 

The company is develop- 
ing the capability to install 


= 
access to a vast store of ref- videotex systems on a turn- 


key basis for organizations 
in Canada and around the 
world. 

Infomart has been pro- 
viding data base search ser- 
vices since its formation in 
1975, and markets a number 
of U.S. data bases in Can- 
ada including the New York 
Times Information Bank 
and System Development 
Corporation’s Orbit Search 
Service. 

These data bases now 
number over 60, and con- 
tain millions of entries on 
scientific, technical and bus- 
iness topics. Subscriber use 
has been growing steadily, 
with over 500 Canadian 
businesses and institutions 
currently linked to the com- 
pany’s data base search 
network. 

Through its investment 
in Infomart, Torstar 1s at 
the forefront of the elec- 
tronic publishing industry 
in Canada. 
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Creation of graphic informa- 
tion pages for videotex field 
trials is part of Infomart’s 
expanding operation. 


Consolidated Balance Sheet (thousands of dollars) 


December 31, 1979 (with comparative figures at September 30, 1978 — note 2) 


December 31 September 30 
Assets 1979 1978 
Current: 
Cash and short term investments $ 38,064 $ 19,503 
Receivables (note 3) 54,980 36,258 
Inventories 18,118 [51 
Prepaid expenses 13,692 9,647 
Prepaid income taxes 7,671 3,370 
Total current assets 132,525 83,902 
Investments and other non-current assets (note 4) 31,732 30,993 
Fixed assets, at cost: 
Land B57) Basil 
Buildings and leasehold interests 8,957 6,422 
Presses and associated equipment 21,745 R272 
Non-press equipment and vehicles 26,124 21,501 
60,083 48 506 
Less accumulated depreciation 24,994 21,096 
Total fixed assets 35,089 27.410 
Subscription list at amortized cost 7,250 7,667 
Goodwill at amortized cost 43,129 36,591 
Total assets $249,725 $186,563 


On behalf of the Board 


Peden Norte 


Director 


Director 


Torstar Corporation (incorporated under the laws of Ontario) 


Current: 


December 31 September 30 
Liabilities and Shareholders’ Equity 1979 1978 
Bank indebtedness $ 14,542 $ 9,719 
Accounts payable and accrued liabilities 42,254 28,319 
Taxes payable 19,801 EO 2S) 
Notes payable 4,690 
Dividend payable 1,059 
Current portion of non-current debt MV 2,639 
Total current liabilities 84,004 52,761 
Non-current debt (note 5) 29,967 23,196 
Deferred income taxes 4,743 Dshos) 
Minority interest in subsidiaries 24,480 17,934 
Employees’ shares subscribed (note 6) 1,047 
Shareholders’ equity: 
Share capital (note 6) 
Issued and outstanding: 
1979 — 8,150, 138 shares (1978 — 8,143,908) (33272 13,160 
Retained earnings 92,212 74,159 
Total shareholders’ equity 105,484 7 le 
Total liabilities and shareholders’ equity $249,725 $186,563 


(See accompanying notes) 


Auditors’ Report 


To the Shareholders of 
Torstar Corporation: 


We have examined the consolidated balance 
sheet of Torstar Corporation as at 
December 31, 1979 and the consolidated 
statements of income, retained earnings and 
changes in financial position for the fifteen 
months and twelve months then ended. Our 
examination was made in accordance with 
generally accepted auditing standards, and 
accordingly included such tests and other 
procedures as we considered necessary in 
the circumstances. 


In our opinion, the consolidated financial 
statements present fairly the financial posi- 
tion of the company as at December 31, 
1979 and the results of its operations and 
the changes 1n its financial position for the 
fifteen months and twelve months then 
ended, in accordance with generally 
accepted accounting principles applied ona 
basis consistent with that of the preceding 
period. 


Clarkson Gordon 


Chartered Accountants 
February 18, 1980 
Toronto, Canada 


15 months and 12 months ended December 31, 1979 


(with comparative figures for the 12 months ended September 30, 1978) 


Torstar Corporation Consolidated Statement of Income (thousands of dollars) 


15 months ended 


12 months ended 


12 months ended 


December 31 December 31 September 30 
1979 1979 1978 
Revenue: 

Newspapers $200,621 $162,583 $144,135 
Harlequin Enterprises Limited 221,350 185,432 114,610 
Printing and other 43,894 34,534 28,681 
465,865 382,549 287,426 
Less intercompany printing revenue 14,475 11,449 DIS 
Consolidated operating revenue 451,390 371,100 277,471 

Consolidated operating profit 
Newspapers 14,066 10,684 9,555 
Harlequin Enterprises Limited Aim 38,696 30,078 
Printing and other 3,741 2,616 729 
Consolidated operating profit 64,958 51,996 40,362 
Other income (note 7) Pauls 401 1,477 
Income before taxes 66,173 52,397 41,839 
Income taxes 30,395 24,771 20,549 
Income before minority interest 35,778 27,626 21,290 
Minority interest in earnings of subsidiary 11,288 8,800 eel 
Net income for the period $ 24,490 $ 18,826 $. 135759 
Earnings per share: $3.00 $2.31 $1.69 


(See accompanying notes) 


months ended September 30, 1978 — note 2) 


Torstar Corporation Consolidated Statement of Retained Earnings (thousands of 
dollars) 15 months and 12 months ended December 31, 1979 (with comparative figures for the 12 


15 months ended 


12 months ended 


12 months ended 


December 31 December 31 September 30 

1979 1979 1978 

Retained earnings, beginning of period $ 74,159 $ 78,276 $ 63,495 
Add net income for the period 24,490 18,826 IS Sy) 
98,649 97,102 ee! 

Less dividends 6,437 4,890 3,095 
Retained earnings, end of period § QD $ 92,212 $ 74,159 


(See accompanying notes) 


(thousands of dollars) 
15 month and 12 month periods ended December 31, 1979 


(with comparative figures for the 12 months ended September 30, 1978 — note 2) 


Torstar Corporation Consolidated Statement of Changes in Financial Position 


15 months ended 
December 31 


12 months ended 
December 31 


12 months ended 
September 30 


1979 1979 1978 
Source of funds: 
From operations — 
Net income $ 24,490 $ 18,826 $ 13,759 
Add charges to income which did not 
reduce working capital: 
Minority interest 11,288 8,800 TD 
Depreciation 4,308 3,310 3,695 
Amortization of goodwill and 
subscription list Il //Sxe 1,404 1,201 
Deferred income taxes (610) (688) (172) 
Total funds from operations 41,234 31,652 26,014 
Increase in debt 6,771 6,319 7S 
Employee share subscriptions 1,047 1,047 
Total source of funds $ 49,052 $ 39,018 ty DOS 
Application of funds: 
Additional investment in shares of 
Harlequin Enterprises Limited (note 9) 6,268 6,268 4,356 
Investment in other subsidiary and 
affiliated companies net of working 
capital acquired (note 8) 3,239 3,239 TOT 
Fixed assets 11,987 10,937 3,953 
Dividends to shareholders 6,437 4,890 3,095 
Dividends paid by subsidiary to 
minority interest 3,226 2,538 688 
Other 515 (378) (5,0)) 
Increase in working capital 17,380 11,524 8,872 
Total application of funds $ 49,052 $ 39,018 $ 27,765 


(See accompanying notes) 


Torstar Corporation Notes to Consolidated Financial Statements 


December 31, 1979 


1. Accounting policies 

The following is a summary of significant 
accounting policies followed in the preparation 
of the consolidated financial statements: 


(a) Principles of consolidation — 
The consolidated financial statements include 
the accounts of all subsidiary companies. 


(b) Foreign exchange — 

Accounts denominated in foreign currency 
have been translated to Canadian dollars as 
follows: current assets and liabilities at 
exchange rates prevailing at the period end; 
fixed assets, goodwill and long-term liabilities 
at exchange rates prevailing at dates acquired, 
or assumed; income and expenses (excluding 
depreciation and amortization) at average rates 
during the period. Exchange adjustments 
resulting from such translation practices are 
recognized in the consolidated statement of 
income. 


(c) Inventories — 
Inventories are valued at the lower of cost and 
net realizable value. 


(d) Depreciation policy — 

The cost of plant and equipment is depreciated 

using various rates and methods depending on 

the estimated useful lives of the assets. The 

rates and methods used for major depreciable 

assets are as follows: 

(i) Presses and associated equipment — 
straight line over 15 years. 

(11) Non-press equipment — straight line over 
12'4 years or 20% diminishing balance. 


(e) Subscription list — 
The subscription list is amortized on a straight 
line basis over a 30-year period to 2001. 


(f) Goodwill — 

Goodwill carried on the consolidated balance 
sheet is being amortized on a straight line basis 
using an amortization period of 40 years from 
the dates of acquisition. 


(g) Past service pension costs — 

The costs relating to improved pension benefits 
granted for employment in prior periods, to the 
extent they are not covered by pension plan 
surplus, are amortized over periods not exceed- 
ing 15 years from the dates at which such 
benefits become effective. 


(h) Income taxes — 

The company follows the deferral method of 
income tax allocation which results in prepaid 
and deferred income taxes. Prepaid income 
taxes result from costs, principally provision 
for book returns, which are not currently 
deductible for tax purposes. Deferred income 
taxes result from claiming deductions for 
income tax purposes, principally depreciation, 
in excess of amounts currently charged. 


(i) Leases — 

All major leases of the company were entered 
into prior to January |, 1979 and are reflected 
in the accompanying financial statements as 
operating leases. Generally accepted account- 
ing principles require certain types of leases 
entered into on or after January 1, 1979 to be 
accounted for as capital leases, reflecting both 
a leasehold asset and a related lease obligation. 
While this requirement does not apply to the 
company’s existing leases, supplementary dis- 
closure is given (see note 11) as to how the only 
existing lease agreement of a capital nature 
would have been reflected had it been recorded 
as a capital lease. 


2. Change of year end 

During 1979, the Board of Directors approved 
a change of year end from September 30 to 
December 31. As a result, the accompanying 
financial statements cover the 15 month period 
ended December 31, 1979 and also set out the 
results of operations for the 12 month period 
ended December 31, 1979. 


3. Receivables 

The provision for anticipated book returns 
deducted from receivables at December 31, 
1979 amounted to $18,671,000 (September 30, 
1978-$9 197,000). 


4. Investments and other non-current assets 
As at the balance sheet date, investments con- 
sisted of (in thousands of dollars): 


December 31 September 30 
1979 1978 


9.25% first mortgage 
sinking fund bonds due 


December 31, 2000 (a) $ 10,486 $ 10,835 

8.54% second mortgage 

receivable maturing 

July 25, 2001 (a) 4,201 4,345 

Shares of Western 

Broadcasting Ltd., 

at cost (b) 13,427 13,427 

Other non-current 

assets 3,618 2,386 
$ 31,732 $ 30,993 


(a) The first mortgage sinking fund bonds and. 
the second mortgage are held on The Toronto 
Star building at One Yonge Street. In addition 
to interest, the first mortgage sinking fund 
bonds are entitled to share in profits of the 
building operation. 


(b) The investment in Western Broadcasting 
Company Ltd. is represented by 1,223,520 
shares or approximately 33% of Western’s out- 
standing common shares. 


ie: Non-current debt 
As at the balance sheet date, non-current debt 
consisted of (in thousands of dollars): 


December 31 September 30 
1979 1978 
Bank loans due 1983-87 


with interest 


at prime + 2% $ 27,000 $ 20,000 

Other debt 

due 1981-87 2,967 3,196 
$ 29,967 $ 23,196 


————————————OOOO—__ 
Non-current debt repayment requirements 
amount to $1,712,000 in 1981, $601,000 in 
1982, $5,106,000 in 1983, $6,106,000 in 1984, 
$6,232,000 in 1985, $7,210,000 in 1986 and 
$3,000,000 in 1987. 


6. Share capital 

(a) Authorized, issued and outstanding 
shares — 

At December 31, 1979, shares authorized, 
issued and outstanding, all without par value, 
were as follows: 


Issued and 

Authorized outstanding 

Class A 1,751,993 
14,356,596 

Class B 6,398,145 
ElassiC 92,098,340 
Common 1,890,560 

8,150,138 


As a result of the termination of the “tax 
deferred” dividend system under the Income 
Tax Act, it became unnecessary to have two 


classes of each of voting and non-voting shares. 


Accordingly, during the period, the share- 
holders passed a special resolution: 

1) reclassifying the former interconvertible 
non-voting Class B and Class C shares 
into Class B shares, 

il) reclassifying the former interconvertible 
voting Class D and Class E shares into 
Class A shares, 

ill) creating non-voting Class C shares 
redeemable within 15 days of their date 
of issue, and 

1v) permitting the directors the right to 
accord to shareholders the right to 
elect to receive, in lieu of cash dividends, 
stock dividends in the form of Class B 
or Class C shares. 


(b) Voting and conversion rights — 

Class A shareholders and common share- 
holders are entitled to one vote per share held. 
Class B shares are non-voting, unless the equi- 
valent of eight consecutive quarterly dividends 
have not been paid. Class C shares are non- 
voting. 


Class A shares are convertible at any time at 
the option of the holder into Class B shares. 


(c) Restrictions on transfer — 

The registration of a transfer of shares may be 
refused if such transfer could jeopardize either 
the ability of the company to engage in broad- 
casting or its status as a Canadian newspaper. 


(d) Dividend entitlements — 

After payment to the holders of Class A shares 
of dividends equal to the non-cumulative pre- 
ferential dividend (7.5¢ per share) paid to the 
holders of Class B shares in any year, all share- 
holders other than the holders of Class C 
shares of the company rank equally respecting 
the payment of any further dividends. The 
holders of Class C shares are not entitled to 
receive dividends. 


L Dividends may be received in cash or share- 
holders may elect to receive stock dividends in 
the form of Class B or Class C shares. Divi- 
dends paid in the form of Class C shares are 
redeemed immediately for cash. It is the com- 
pany’s practice to purchase for cancellation on 
the open market the number of Class B shares 
equivalent to the Class B shares issued as stock 
dividends. Accordingly, dividends paid in the 
form of Class B shares are not reflected as an 
increase in share capital. To the extent that the 
equivalent number of shares has not been re- 
purchased at the period end, full provision for 
the re-purchase is made in the accounts of the 
company. 


During the period, the company issued 68,922 
Class B shares as stock dividends for a value of 
$1,371,000. To December 31, 1979, 43,404 of 
these shares had been re-purchased for cancel- 
lation at an average price of $19.66 per share 
for a total consideration of $853,000. Subse- 
quent to the period end the company re- 
purchased for cancellation, 25,518 shares fora 
total consideration of $585,000. 


(e) Employees’ share purchase plan — 

Under the company’s employees’ share pur- 
chase plan, employees may subscribe for Class 
B shares to be paid for through payroll deduc- 
tions over two-year periods at a purchase price 
which is the lower of: 

(i) 95% of the market price on the entry date, 
or 

(11) the market price at the end of the payment 
period. 

As at December 31, 1979 employees had sub- 
scribed for 62,890 shares at a price of $16.625 
per share. The plan matures in March 1981. 


(f) During the period, the company issued 5,625 
shares having a value of approximately 
$105,000 to employees in recognition of long 
service. In addition, 605 employee share sub- 
scriptions from previous years were issued fora 
value of approximately $7,000. 


7. Other income 

Other income for the 15 month and 12 month 
periods ended December 31, 1979 and the 12 
month period ended September 30, 1978, con- 
sisted of the following (in thousands of 
dollars): 


8. Acquisitions 

(a) During 1979 Harlequin Enterprises Limited 
acquired, for $1,976,000 interests ranging from 
49.5% to 60% in three magazine publishing 
operations. In addition, Harlequin increased 
its interest in The Laufer Company to 82% ata 
cost of $706,000. These acquisitions have been 
accounted for as purchases and may be sum- 
marized as follows (in thousands of dollars): 


Goodwill, being the excess of the cost of 
investment over fair value of net 


assets acquired $3,044 

Reduction of minority interest 195 
$3,239 

Less excess of current liabilities 

assumed over current assets acquired 57 

Purchase price $2,682 


(b) Harlequin has agreed to purchase a further 
17% of The Laufer Company (200,000 shares) 
from certain senior officers on the basis of 
50,000 shares per year during each of the next 
four years. The purchase price will vary with 
the earnings of The Laufer Company, with a 
minimum commitment currently of approxi- 
mately $1,607,000. 


9. Additional investment in shares of Harlequin 
Enterprises Limited 

In connection with the acquisition in fiscal 
1976 of a controlling interest in the outstanding 
shares of Harlequin Enterprises Limited, the 
company entered into agreements with certain 
senior officers of Harlequin pursuant to which 
the company obtained the option to buy from 
such officers, and the officers were granted the 
option to sell to the company, further common 
shares of Harlequin. 


15 months ended 


12 months ended 12 months ended 


December 31 December 31 September 30 

1979 1979 1978 

Investment revenue $ 6,810 SRESs1S3 $ 4,098 
Interest expense — non-current debt (4,340) (3,689) (2,423) 
— other (1,229) (878) (798) 

Net investment income 1,241 616 877 
Exchange adjustment (26) (215) 600 
Other income Sule2 iis $ 401 SS LAGan 


sd 


During the 1979 fiscal period, the company 
exercised an option to purchase 482,478 com- 
mon shares at a price of approximately $12.99 
per share for a total purchase cost of 
$6,268,000. This purchase was accounted for as 
a reduction of minority interest of $1,433,000 
and an increase of goodwill of $4,835,000. As a 
result of these purchases the company’s interest 
in Harlequin has been increased to 9,290,205 
shares or 58.3% of Harlequin’s outstanding 
common shares. 


The agreements provide that the remaining 
options may be exercised by either party during 
the periods from March 31 to June 30 in the 
years 1980 and 1981 as follows: 

(a) 1980 — 589,696 shares for approximately 
$10,000,000 


(b) 1981 — 696,914 shares at the greater of: 


(i) $2.94 per common share, or 

(ii) 10 times the fully diluted earnings per 
Harlequin common share before extraordinary 
items if such earnings are equal to or less than 
50¢ per share, or 12 times the fully diluted 
earnings per Harlequin common share before 
extraordinary items if such earnings exceed S0¢ 
per share. 


The earnings referred to above are defined as 
the earnings reflected in the consolidated in- 
come statement of Harlequin Enterprises 
Limited for the year ended December 31 
immediately preceding each option period. The 
options outstanding for 1980 and 1981 repre- 
sent 3.7% and 4.4% respectively of the total 
Harlequin shares outstanding. 


10. Pension plans 
The unamortized past service costs for pension 
benefits in effect at December 31, 1979 approx- 
imate $3,920,000. 


11. Lease obligations 

The company is obligated under a lease to the 
year 2001 for a portion of The Toronto Star 
building at One Yonge Street for an annual 
rental cost of $1.7 million plus municipal taxes, 
maintenance and other operating costs relating 
to the leased portion. 


The company could be liable under certain 
contingencies to lease the whole building to 
2001 with an additional rental commitment of 
approximately $1.1 million plus payment of 
related municipal taxes, maintenance and 
other operating costs. 


Other long-term lease obligations are not 
material. 


Had the lease on The Toronto Star building 
been recorded in the financial statements as a 
capital lease, the following adjustments to the 
figures reported on the accompanying finan- 
cial statements would have been required (in 
thousands of dollars): 


Balance Sheet Adjustments 
December 31, 1979 


Assets 
Capitalleas cur terra cnuetocrs sneer $17,337 
Less accumulated depreciation ....... 3,860 
Total sAssets Baar wipers enh ereemeder $13,477 
Liabilities and Shareholders’ Equity 

Working capital reduction ......... $ 1,432 
Loy tera IEASS OOM ssor00c0e 14,294 
Deherredivaxmentn ta a terete ne (1,075) 
Retainedicannii® sae rer ice irre (1,174) 
Total Liabilities and Shareholders’ 

EGUICy dete raoien gue asa Garces $13,477 
Note: Had the above adjustments been 


made, net income for the fifteen 
months ended December 31, 1979 
would have declined $129,000. 


12. Material commitments 

Harlequin Enterprises has entered into U.S. 
dollar foreign exchange contracts (at an aver- 
age rate of $1.18 Cdn.) covering anticipated 
net cash flow from U.S. operations for the 
upcoming year. 


13. Other contingencies 

(a) In 1975, the company commenced, and is 
proceeding with, an action for damages 
incurred from the failure of six printing presses 
provided by Crabtree-Vickers (Canada) to per- 
form in accordance with the specifications pur- 
suant to which they were sold. 


(b) A number of legal actions against the com- 
pany and its subsidiaries are outstanding, the 
ultimate disposition of which is not expected to 
materially affect the consolidated financial 
position of the company. 


14. Statutory information 

The aggregate renumeration charged to con- 
solidated income during the 15 months ended 
December 31, 1979 in respect of directors and 
senior Officers (as defined by The Ontario Bus- 
iness Corporations Act) was $1,631,000. 


15. Comparative information 

Certain of the 1978 figures provided for pur- 
poses of comparison have been reclassified to 
conform to the presentation adopted in the 
current period. 


Torstar Eight-year Operating Highlights 


12 months to September 30 1979 1979 
Operating Revenue ie 1973 1974 1975 1976 1977 1978 (12 months (15 months 
(thousands of dollars) to Dec. 31) to Dec. 31) 
Newspapers $ 77,911 $ 91,257 $104,388 $116,267 $130,195 $133,727 $144,135 $162,583 $200,621 
Harlequin Enterprises Limited 47,811 70,647 114,610 185,432 221,350 
Printing and other 4,420 8,263 16,158 19,090 22,468 24,506 28,681 34,534 43,894 
82,331 99,520 120,546 135,357 200,474 228,880 287,426 382,549 465,865 
Less intercompany printing revenue 2,907 4,739 5,790 6,051 7,473 8,029 9,955 11,449 14,475 
Consolidated operating revenue $ 79,424 $ 94,781 $114,756 $129,306 $193,001 $220,851 $277,471 $371,100 $451,390 
Operating profit and net income 
(thousands of dollars) 
Newspapers $ 10,224 $ 13,927 $ 16,873 $ 16,969 $ 18,208 $ 11,351 $ 9,555 $ 10,684 $ 14,066 
Harlequin Enterprises Limited 7,747 18,501 30,078 38,696 47,151 
Printing and other 342 438 408 945 1,654 1,954 729 2,616 Ba 
Consolidated operating profit 10,566 14,365 17,281 17,914 27,609 31,806 40,362 51,996 64,958 
Add (deduct) other income (expense) (E265) (367) (546) 248 (1,037) 266 1,477 401 AUS) 
Income before taxes 93301 13,998 16,735 I SRGQR2 655/22 0/2 ESD 52,397 66,173 
Income taxes* 4,655 6,698 7,966 8,403 12,459 15,224 20,549 24,771 30,395 
Income before minority interest 4,646 7,300 8,769 9,759 14,113 16,848 21,290 27,626 35,778 
Minority interest in earnings of subsidiaries 2,109 4,769 7333) 8,800 11,288 
Income before extraordinary items* $ 4,646 $ 7,300 $ 8,769 $ 9,759 $ 12,004 $ 12,079 $ 13,759 $ 18,826 $ 24,490 
Per share data (adjusted for 3 for 1 stock 
split in 1973) 
Income before extraordinary items* 64¢ 99¢ $1.18 $1.31 $1.49 $1.49 $1.69 $2.31 
Dividends 10¢ 15¢ 20¢ 26¢ 29¢ 32¢ 38¢ 60¢ 
Rate of return on revenue 
Consolidated operating profit 13.3% 15.2% 15.1% 13.9% 14.3% 14.4% 14.5% 14.0% 
Income before minority interest 
and extraordinary items* 5.8% 7.7% 7.6% 7.5% 7.3% 7.6% 7.7% 74% 


Return on equity 


Net income as a percent of 
average shareholders’ equity 17.4% 22.7% 235% 22.7% 21.3% 17.1% 16.9% 19.1% 
*adjusted for 1978 recovery of taxes related to 1973-1977 


Supplementary Information 


The consolidating schedules set out opposite 
this page provide condensed balance sheet, 
earnings and flow of funds information for 
Torstar Corporation and its closely controlled 
subsidiaries and, separately, for Harlequin 
Enterprises Limited. 

This information is meant to supplement that 
supplied by the consolidated financial 
statements. The additional and separate 
disclosure is provided because of the 
significance of the Harlequin assets, liabilities 
and operations in the overall consolidated 
picture, and the substantial minority holdings 
of Harlequin shares. 


Torstar Corporation Supplementary Consolidating Information (thousands of dollars) 
12 month period ended December 31,1979 (with comparative figures for the 12 month period ended September 30, 1978) 


Torstar Corporation Harlequin Enterprises Consolidating Total 
(note) Limited Adjustments Consolidated 
December 31 September 30 December 31 September 30 December 31 September 30 December 31 September 30 
1979 1978 1979 1978 1979 1978 1979 1978 
BALANCE SHEET 
Assets 
Current assets $ 39,108 $ 29,974 $ 93,417 $ 53,928 $ $ $132,525 $ 83,902 
Investments and other non-current 
assets S182 30,993 31,732 30,993 
Investment in Harlequin 
Enterprises Limited 63,226 46,911 (63,226) (46,911) 
Fixed assets (net) 31,292 DPM 3} 3,797 2,197 35,089 27,410 
Subscription list and goodwill 7,250 7,667 16,863 14,193 26,266 22,398 50,379 44,258 
Total assets $172,608 $140,758 $114,077 $ 70,318 $(36,960) $(24,513) $249,725 $186,563 
Liabilities and shareholders’ equity 
Current liabilities $ 33,949 $ 27,615 $ 50,055 $ 25,146 $ $ $ 84,004 $ 52,761 
Non-current debt 27,285 20271 2,682 2,925 29,967 23,196 
Deferred income taxes 4,743 353 4,743 5,53) 
Minority interest in subsidiaries 100 200 698 983 23,682 16,751 24,480 17,934 
Employees’ shares subscribed 1,047 1,047 
Shareholders’ equity 105,484 87,319 60,642 41,264 (60,642) (41,264) 105,484 87,319 
Total liabilities and shareholders’ 
equity $172,608 $140,758 $114,077 $ 70,318 $(36,960) $(24,513) $249,725 $186,563 
INCOME BEFORE MINORITY INTEREST 
Operating revenue $185,669 $162,861 $185,431 $114,610 $ $ $371,100 $277,471 
Operating costs 172,495 ISDS ii 145,858 83,833 751 699 319,104 237,109 
Operating profit 13,174 10,284 39,573 30,777 (751) (699) 51,996 40,362 
Income before taxes 11,813 10,020 41,335 32,518 (751) (699) 52,397 41,839 
Income taxes 4,718 4,055 20,053 16,494 24,771 20,549 
Income before minority interest $ 7,095 % SOS $ 21,282 $ 16,024 $ (751) $ (699) $ 27,626 $ 21,290 


CHANGES IN FINANCIAL POSITION 


Source of funds: 


Funds from operations $ 13,094 8 MO, $ 22,071 $ 16,671 $ (3,513) $ (784) $ 31,652 $ 26,014 
Increase (decrease) in long term 

debt 7,017 997 (698) 754 6,319 Il 7/Suil 
Employee share subscriptions 1,047 1,047 
Total source of funds 21,158 24 21,373 ABS (3,513) (784) 39,018 DIST OS 
Application of funds: 
Additional investment in Harlequin 

Enterprises Limited 6,268 4,356 6,268 4,356 
Acquisition of other subsidiary 

and affiliated companies 35239 T3357) 33) WSS 
Fixed assets 8,843 DOI 2,094 1,022 10,937 3,953 
Dividends to shareholders 4,890 3,095 3,513 784 (3,513) (784) 4,890 3,095 
Dividends paid by subsidiary to 

minority shareholders 2,538 688 2,538 688 
Other application of funds (159) (326) (219) (230) (378) (556) 
Increase in working capital 1,316 1,068 10,208 7,804 11,524 8,872 
Total application of funds $ 21,158 $ 11,124 $ 21,373 $ 17,425 $ (3,513) $ (784) $ 39,018 $ 27,765 


Note: Includes Torstar Corporation and all subsidiary companies except Harlequin Enterprises Limited 
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HARLEQUIN 
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W. Lawrence Heisey, 
President 
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William G. Gaspero, 
Vice-President 

Patrick T. Nakagawa, 
Vice-President, 
Corporate Development 
Vincent C. Walter, 
Vice-President, 

Finance and 
Administration 
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CONSOLIDATED STATEMENT 
OF CHANGES IN FINANCIAL 
POSITION (unaudited) 
(Thousands of dollars) 


ARO09 


Six Months 
ended March 31 
1979 1978 


Source of funds: 
From operations — 
Net income... _. $ 9,464 $ 5,601 
Add charges to income 
which did not reduce 
working capital: 
Depreciation and 


amortization = ..2 = DVS 2,267 
Deferred income taxes _. 103 - 
Minority interest in 
earnings of subsidiaries 4,081 3,628 
Total funds from operations 15,973 11,496 
Increase in long term debt 1,885 — 
Employee shares 
SUDSCHIDGC met eee... e eo 1,076 ~ 
Total source of funds $18,934 $11,496 


Application of funds: 


FIXCUBASSC Siren _ §h Shore 85 aie 
Dividends to shareholders 

(HLOTC) aspen tere oe 2 oe. 2,606 1,303 
Dividends paid by sub- 

sidiary to minority interest 704 Siok 


Increase in investments 

and other non-current 

ASSCIS Bees ees Ge earner 945 116 
Investment in subsidiaries 

net of working capital 


acquired ...... ee Re Ace ti 799 TASTE 
Increase in working capital 10,782 7,446 
Total application of funds . $18,934 $11,496 


Note: On March 30, 1979, 10,319 Class ‘B’ shares were 
issued as stock dividends for a value of $180,765. 
The Company repurchased 10,300 of these shares 
on the open market for cancellation in April 
through the facilities of the Toronto Stock Ex- 
change at an average price of $18.58 per share, 
for a total consideration of $191,356. None of the 
9,599 shares which were issued to controlling 
shareholders as stock dividends have to this date 
been sold. 


FORSIGR 


Interim Report for the 
second quarter ended 
March 31, 1979 


TO THE SHAREHOLDERS: 


Torstar Corporation continued its growth in earn- 
ings during the second quarter of the 1979 fiscal 
year. For the six months to date, consolidated 
earnings amount to $9,464,000 or $1.16 per share. 
For the same period last year, earnings were 
$5,601,000 or 69¢ per share. 

Net income from The Toronto Star has to date 
accounted for much of the improvement over the 
1978 performance. Results for the six month period 
reflect non-recurrence of Sunday Star start-up 
costs experienced in the previous year and im- 
proved efficiency of operations. 

The gains in newspaper earnings are not ex- 
pected to continue in the remainder of the fiscal 
year. Higher newsprint costs as of April 1, and 
wage and salary increases anticipated from July 1 
onwards were not fully reflected in Star advertising 
rate increases announced in the second quarter. 
There was an improvement in advertising volume 
in the second quarter, but a clear trend is not yet 
evident. 

The Star has reached a tentative agreement, 
subject to ratification by the members, with three 

, of its production unions. Negotiations are continu- 
ing with the remaining three production unions. 


The earnings of Harlequin Enterprises Limited 
continue to expand with growth in sales of roman- 
tic fiction in all markets. Torstar increased its in- 
terest in Harlequin to 58.7% on May 14, acquiring 
482,478 common shares at a cost of $6.3 million. 
These shares were purchased under options ob- 
tained when control of Harlequin was acquired 
in 1975. Additional options, exercisable in 1980 
and 1981, could increase Torstar’s interest by a 
further 8.1% of Harlequin’s presently outstanding 
shares. 

Consolidated net income also reflects improved 
performance of the Company’s commercial print- 
ing operations and of its film production subsid- 
iary, Nielsen-Ferns International Ltd. 


(Bish 


BELAND H. HONDERICH 
Chairman and President 


Toronto, Canada, May 18, 1979 


CONSOLIDATED STATEMENT OF INCOME (unaudited) 


(Thousands of dollars) 


Revenue: 


NEWS Papers s.Aewee otra ceca eee ere eee 
Harlequin Enterprises Limited es ane eee 
Printingvand Other sesec cecrtesa seer eer ener ers eee 


Less intercompany printing revenue ........................ 
Consolidated operating revenue |... 
ConsolidatedioperatingicOStSimce ete e eee 


NEtinVEstment InCO in Cisse eeenet een nee 
AMOtZatlOntOt GOOG Williaa easier As ere 


Exchange adjustment ............ 


Income before: taxes rs ere ee een ee eee eee ee 
Income taxeSs.assc sate eee eee ee 


Net income before minority interest ...................0.. 
Minority interest in earnings of subsidiaries ................ 
NetuinCOme ~..kuccectn eee ener eae agence eee ee 


Pernshares Net INCOMme sae earner ene eee eee 
Dividends ............ Pe ns eR rr Ah Ne Br 8" 


Three Months Six Months 
ended March 31 ended March 31 
1979 1978 1979 1978 
$37,332 $33,798 $ 75,370 $ 70,678 
39,031 23,858 74,949 48,521 
7,870 1 S10) 17,230 14,765 
84,233 65,031 167,549 133,964 
2,208 2,397 5,234 4,925 
82,025 62,634 162,315 129,039 
71,199 55,431 138,251 110,838 
10,826 7,203 24,064 18,201 
1,168 991 2,795 1,940 
982 666 1,984 W273 
186 325 811 667 
(291) (l74s)): (567) (3511) 
(120) 14 69 355 
(225) 164 313 671 
10,601 7,367 24,377 18,872 
5,208 3,692 10,832 9,643 
5,393 Sars 13,545 9,229 
12593 i fatersh 4,081 3,628 
$ 3,800 Smonlcit $ 9,464 $ 5,601 
46¢ 26¢ $1.16 — 69¢ 
13¢ 8¢ 32¢ 16¢ 


